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Bulletin

The effect of retiring a capital interest out
of profits 1s shown in the following illus-
trations:

First SrruaTion

Invested assets. .. $200,000 Equity of bond-

holders....... $100,000
Equity of share-
holders. ...... 100,000
$200,000 $200,000

SEcoND SiTUATION

Invested assets. .. Equity of bo:

Cash from profits. 100,000 holders. . ..... $100,000
Equity of share-

holders.. . ..... 200,000

$300.000 $£300,000

Tuirp SrruaTion

$200,000 Equity of share-
=== holders.. ...... $200,000

Invested assets. ..

Briefly and succinctly stated, the fore-

going illustrations show that the profits
belonged to the shareholders until the
shareholders used the profits to purchase
the equity of the bondholders.

The conclusion must be reached, it
seems, that appropriated surplus, or a
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reserve for sinking fund, does not auto-
matically revert to earned surplus which
1s available for dividends when the purpose
for which the appropriation or reserve was
created has served its purpose. It may
be capitalized by means of a stock dividend,
or it may be refunded by a capital issue,
in which latter case profits previously used
for the purchase of a capital equity are
recovered out of the resale of the equity
and thus become available for dividends.
A distinction should be made, probably,
between recovering the profits through
the sale of a capital interest, and borrowing
on current account for the purpose of
paying a dividend. The latter does not
release the profits from the capital account.

While appropriated surplus does not
revert to earned surplus except through the
channels indicated, there seems to be no
reason why such steps may not be taken

from time to time as the capital obligation

is liquidated without waiting until the
entire process of liquidation has been com-
pleted.
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News Items

An article by Mr. G. P. Auld, of our New
York Broad Street office, entitled “Will
Europe Pay Her Debts?”’, appeared in the
July issue of The Bankers Magazine.

Mr. James S. Wallace, of our Chicago
office, 1s to be congratulated upon his
success in passing the Illinois C. P. A.
examination.

Mr. William H. Yates, also of our
Chicago office, is to be congratulated upon
passing the C. P. A. examination of the
State of Illinots.

Mr. J. S. Rinehart, of our Saint Lous
office, 1s to be congratulated upon passing
the Missouri C. P. A. examination.

Mr. M. 1. Pitcher, of our Saint Louis
office, also was a successful candidate at
the last C. P. A. examination of the State
of Missouri.

Miss May C. Joyce, of our Denver
office, is to be congratulated upon passing
the Colorado C. P. A examination.

Mr. Wilford W. King, of our Salt Lake
City office, recently has passed the C. P. A.
examination of the State of Utah.

Mr. J. W. Earle, of our New Orleans
office, successfully passed the C. P. A.
examination of the State of Louisiana.

Mr. Wildman recently acquired the
C. P. A. certificate of the State of
Louisiana.
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